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Relations of the First National in . the
Looting of the .Holbrook State fo be
"Probed, in the Federal Court. Records

Show they Were

the Leading Spirit

in the Control of the Holbrook Unit.
“Flagrant Violations of the National
Banking Laws Uncovered by the In-

vestigators.

Sulky, Defiant Attitude

Foreshadows an Upheaval in the Fed-

eral Courts that May Mean the Rocks

for the Home Depository of the Sys-
tem Around Which the Clouds are

Becoming Ominous. ;

The pilots of the system respons-
ible for the wrecking of the Hol-
brook State Bank succeeded for
more than two years to carry on
their manipulstions nnmolested snd
stall the 'inevitasble crash that came
on the 11th of last December.

“They have succeeded in using the
favorite stall to ward off the wrath
of an outraged and plundered com-
munity for some time—bui tomor-
row morning the case will bg called
in the superier court and the wheels
of judtice will begin to grind on the
big grist that has multiplied with
évery hour since the ¢losing of the
system’s trap last December.

The sensstional gievelopments that
have been published exclusively in
the colomns of the News will be
more than substantieted when the
reeking mass of incriminating evi-
dence is laid befure a grand jury
and the court.

Even after the cards of the prose-
cution were shown the manipulat-
ors at the home office in Albu-
querque—they are still stalling and
side-stepping in the hope that there
will be some way to crawl from un-
der the Ioad that hns been accumu-
lating 50 long,

It is said that they have threat-
ened to withdraw all business re-
Iitions from Arizona—and, judging
from past performances of the sys-
tem, their withdrawsl would immed-
iately establish the confidence of the
public in Arizona commercial circies
—and remove a pending sign of dan-
ger for the safety of commerce in
the district that the system now in-
fetl:u..

The laws of Arizona, the laws of
honesty and the by-laws of their
incorporation were, to them, scraps
of paper that meant nothing—and
with impunity and design they set
out with nothing at stake to cajol
their nmmcting‘cunmmm into a
trap.

With $14,500 ss their capital stock

they_managu{ to loan $146,689.07 of'

other peoplé’s money that is long
past due—gl{nblec‘l in gquestionable
securities snd conducted the bank
on the lines of a hock shop until
all the system’s resources and all the
system's men, couldn't put the Hol-
brook unit om its Yeet again,

At the present time the deposit-
ors are clamoring for their squand-
ered deposits, the officers of thelaw
are clamoring for a showdown at the
bar of justice, and the system is
clamoring for more time to determ-
ine the avenue of least resistence to
get out the back way and salvage as
much of the éwag as possible.

Reading between the lines of the
mass of incriminating evidence in
the investigators’ report—aund the
part played by the First National
of Albuquerque—it jg nots probable
that the Pirst National's chartér
will call for much business in Ariz-
ona or any other state when all the
“financial coyotes” of the system are
skinned that are now slated for
their day in court. -

Article 5 of the Articlec of in-
sorporation of the Holbrook State
Bank reads: ¥

“The highest amount of in-
debtedness to which this, in-
corporation shall subject itself,
over and above the amounts doe
 depositors, shall be  two-thirds
of the actual paid in capital of
the incorpm‘atlgn.-"-

From the very start of the Hol-
brook unit the system became act-
ve in
ide its dwn laws.and-the Jaws of
the state of Arizona and the nation-
«f banking laws.

The unsigned minotes of Feb. 4,
1618 contains the following para-
graph:

“A resolution was read and
* ndopted empowering the presi-
dent and secretary to obligate
the bank to the extent of $§22000
with the Citizens National Bank
of Los Angeles.”

This net in -itself is a violation of
ihe Articles of incorperation of the
Holbrook State Bnnk.as_ mentioned
in the preceeding paragraph.

There are copies of formal reso-
lutions of the directors of the Hol-
brook State authorizing the borrow-
ing of money from time to time,
the investigators say, but the most
of these copies are unsigned and
there are no official minutes of these
meetings. We across several
referénces to authorizing loans with
the Citizens National of Los Angeles,
First National of Flagstaff and the
National Bank of Commerce of New
York, but we were unable to find the
actuallys asuthorizing the

ran

minutes
loans. » ™

“Thus it appears that the minutes
of the corporation up to February,
1918 were more formal than indic-
ative -of actual management of the
bank and subsegquent to February,
1918 it appears that ghe directors
held no formal meetings, except the
ones mentioned in the preceeding
paragraphs, and the affairs eof the
bank appeared to be entirely in
charge of L. M. Raynolds.”™

From this !;imes on it was a closed
corporation—as tight as a blind pig,
until it was closed for liquidation
and investigation.

Some interesting sidelights on the

‘actunl invesfhents of the directors

of the capital stock of the Holbrpok
State are given in the following
comments by the special investigat-
ors;
“The entlre records that we ex-
amined give us the impression
~ that the Investments of the dl-
rectors, other tham L. M. Ray-
nolds, in the stock of the Hol-
hrook State were at all times
more fictitieus than real.

Five ppges of the report are tak-
en up with s graphic description of
the juggling of thegeapital stock
from one to another without any
actual money paid into the gencern.

A paragraph undes section five of

thoartielunf_inc.mponﬂonofthe

its manipulations to over- |

Holbrook State reads as follows:

“The board of directors shall,

at their first meeting following

the annual stockholders meet-

ing, elect a president, vice pres-

ident, ceshier, and secretary,
of which shall be stockholders™

The investigators say “It is ques-
tionable if the status of 1. C. Cole
or R. R. Turbeville gave them the
right to be called stockholders, al-
though these men acted as cecre-
tary and cashier for the bank with-
out bond.”

it was a well established cus-
tom eof the Iolbrook State to re-
discount notes at the First Nag
fonal of Albuguerque and at eth-
er banks without stating the lin-

. bility for such rediscounts on the

hooks of thee company.

There were a great many Lrans-
actions between the Holbrook State
andgthe First Natiopal of Albu-
querque and the Holbrook State and
other banks that represent the, re-
dikcount of notes given the Hol-
brook State for which the Hollrook

nll

State showed no UHablillty at any
time during [is history.

The investigators were unable to
Gind record of but few loans made
by the Holbrook that were
ever sold outright to other banks,
as in nearly all instances notes were
re-discounted with other banks bear-
ing the endorsement of the Holbrook
State and the Helbrook State alwigys
took baeck their notes upon their
tdue dates—even cases where the
words “without rse”™ were osed
in the endorsement.

The letters submitted with the
report discloses the attitude of the
First National of Albuguergue in
Dvcumhar. 1917, toward the line of
preferred credit they were aff that
time carrying - for the Holbrook
State,

In brief, the plan of the First
National was that the Holbrook unit
should show re-discounts of about
335,000; billls payable fer $20,000,
weured by a like amount of paper,
together with twentyp er cent added
15 security; and the First National
would carry approximately 880,000
if re-discounts witheut the necessity
o showing that amount as re-dis-
counts on the books of the Holbroek
unit.

In his letter of December 4, . M.
Raynolds strenucusly objected to the
showing of re-discounts or bills pay-
able, ‘and preferred that the line of
credit the home office was carrying
for the Holbrook unit should not
show in the Holbrook bank. That
there was no further objection on the
part .of the home office 1o the prac-
tice of carrying thess re-discounts;
although they did not appear in the
records of the Holbrook bunk, is
proven beyond a doubt by the letter
published last week to a prolesting
debtor of the bank. The policy once
established with thé conurel of L.
M. Raynolds it was adhered o by
the First National during the check-
ered career of the Hnlbrook State.

A letter from G. L. Rogers, vice
president of the TFirst National
further substantiates the polity ex™
isting between the two binks, in that
the First National refused a certif-
icate of deposit for $14,000, saying
that they preferred to have notes in
place of the ones they ther® held,

unit

idonal and the Sav-
g at that time
0 worth of pap-

that the First
ings unit were o8 r
approximately $1i
er for the Holbn
ity for which

ount did not

appear in the of the Hol-
brook banly On Janu a1, 1920,
bills receivable of pécord in the Hol-
brook State Show | 873.79; by ad-
ding to this amount of approximate-
ly $150,000 re-diSeounts with the

two above banks i€ sppears that the
Holbrook State H8dl loaned at that
time more than DO0.  £50,959 of
which : without re-

SO0Trse. d
A letter dated Jmn. 7, 1920 tothe
home office shows the attitude of

L. M. as to certads
him at that tim§

- paper held by
and which was

causing worry foRf the home office.
He says: ]
“However, we @@e in commun-

fcation with & cattle loan
company, which . has just been
organized in L& Angeles, with
a two million eapital, fully paid,
and they have lod us to believe
that we will Be able to deal
with them. T be the case
we will unload ‘all “we ean en
them and certainly lighten up

with you.” *

The report wn thaf the First
Nationzal of on May 23,
1918 would not ' any paper from
the Holbrook St thout endorse-

ment “witheut

The report sk
of certain paper

the acquisition

ional of Flagstaff with the plain en-
dorsement of &  Holbrook State
thereon, and sugh the Holbrook »

State did not shew

good by the Holbrook State at their
maturity.

an understanding similar to the un-
derstanding with the First National
of Albuquergue was arranged, name-
ly, that notes should bear the en-
dorsement “without recourse,”

of the Holbrook State Bank. The
Hollywood National Ba.nl(t, National
Bank of Long Beach,

were all offered paper on this same
arrangement,
Process of Liguidation

Notes held by the First National
Bank of Albuguerque which they
had taken over from the Holbrook
State were reduced during the per-
iod from August 2, 1920 to December
11, 1920 by spproximately $47,000.

On August 2, 1920 the Holbrook
Bank showed bills payable at the
National Bank of Commerce and re-
discounts with the Citizens of Los
Angeles aggregating $34,000.

With the recelpt of approx-
Imately $40,000, the net amount
left with the Helbrook State
from the sale of the county
bonds, the Heolbrook State took
up bills payable anld re-discounts

| aggregating $22,635, leaving $10,-

060 in bills payable at the Nat-
fenal Bank of Commerce in New
York and obtaining an additional
$10,000 on Oet. 14, which was
liqguidated by a payment on Oct.

part of which were past due.

Page 55 of the letter file shows
the temporary nsature of some of
these re-discounts, ‘and the reason
for the temporary nature of most
of the re-discounts that were tem-
porary was the expectation of Louie
and his .assistants of the coming of
the bank examiner. This letter was
addressed to J. M. Raynolds and is
a fraatic appeal to save the Hol-
brook unit from showing up things
they wished covered up.

The investigation shows that a
note for $4,000 signed by L. AL Ray-
nolds was taken temporarily by the
First National and was purely an in-
filation of the balance carried by the
First National, asgthe re-discount did
not appear in the records of the Hol-
brook unit.

Another letter from G. L. Rogers,
vice President of the First National

22 1920. Thus on Nov. 22 all the
liability fer bills payable and re-
discounts were elilminated frem
the records of the bank And
page 101 and its reverse side
throw an interssting light upon
the information which the First
Natlonal had relating to the
application of this ceunty money.

As a further step in the process

of lquidation of the available assets

Liberty Bonds sggregsting $9050.00
were sold for $8,16845, a loss of
$875.74—as these were carried on the

i books at a wvaloation of $8544.19.

The letters show mnot only the
ae Pprocess ‘of this sale but
alsp an effort on the part of L.
M. Raynolds te take down 83000
of Iiherty bends leld by the siate
treasurer as seeurity for the

state deposit.
The report shows that under the

the First Nat-

Lhis contingent
liability on their books, -it is clear
that these notes were to he made

However, because of the
excessive line the Flsgstaff bank
was carrying for the Holbrook State

but
the notes were really an obligation

American
Trust and Savings bank of El Paso

heading “First' Nationsl Bank of
Albuquerque Deposit Account”
drafts on the First National dur-
ing the period of Dec. 4 to 11 in
favor of the Federal Reserve of Los
Angeles and other banks ag-greg'nting
$11,137.27 were not honored by the
First National and that the First
National charged back sgainst the
account of the Holbrook State sub-
sequent to Deec. 11,«ietms included-
in former remittances aggregating
$3,060.21. Two shipments of cur-
rency to the Los Angeles branch of
the Federal Reserve were made a
few days before the closing of the
bank.

It is worthy ef mote that on
December 1, the balanceg of the
First National was $1,528.84 but
that on Dee. 10 this balanee had
Inereased to $1235726 and on
Dee. 11 was deereased to $7,4780.-
37 beeause of notes returned by
the First National aggregating
$16,900 and offset by notes sent
te Albuquerqug. Page 110 of the
fetter file clearly shows the ef-
fort of L. M. to shovel Into the
home offfce all the avallable
funds.

A letter from R. H. Hanna of the
home office shows the attitude of
J. M. Raynolds at that time, und its
reverse sicde shows the kiewledge af
L. M. Raynoids ol the sericusness of
the situation.

A letter signed G. L. Rogers in-
dicates that the First National was
protecting itself on notes taken over
from the Holbrook State which they
considered good, and which were
never returned by the First Nation-
al to the Holbrook Bank. S

Page 122 of the report, although

jundated indicates that during the|

latter gays of the Holbrook State
J. M. Raynolds made a frantic ay
tempt to kéep the ruinous policy of
L. M. from rocking the boat, and
page 128 is a memorandum in the
files relating to the final transfer
of ecertain documents that were es-
sential.

Here is the order to gather up
the fragments of what is left and
hurry it to the First National be-
fore it is to late:

“Get certified copy of R. E.
mortgage or———Iloan and send
In at onee.
Get certified copy of C. M. en
loan and send In at once.
Get R. E. mortgage on Hancock
loan and send at once.

Get certified copy- of R. E.
mortgage on Wakefield note and
send in- at once

Wire to Les Angeles to sell the
liberty bonds ‘and transfer the
balance te Albuquerque at once.

8. M.

¢ ey

These were frantic days at the
home office when they were send-
ing out the S, 0. S. call to salvage
the remnants of the Holbrook unit.

When the bank examiner called
down the Holbrook umit” on account
of \their low reserves he was made
to believe that the Turbeville loan
was $30,634.90, when in reality $20,-

000 additional to this same amount
was planted in Albuguerque. In
other words, the records were so
juggled that the bank examiner
could not determine the true status
of this loan, at that time $50,634.80.
While he was assuring the examiner
and other banks that he was trying
to unlond on that the Turbeville
lonn was good, he penned this path-
etic appeal to Turbeville’s father
down in Texas:
Sept. 27, 1920,

J. H. Turbeville,

Archer, Texas.

Even yet I have wuot heard
frem you. I would certamis ap-
preciate a llne frem you as to
whether you feel that you can

help us out of this deal, as to
date it looks just m=s hlack to us
as it ever did.

Would you please let me hear
from“yen if you will help in

“any way at all. I assure yom It
will bhe an act of brotherly love
and a Christian act, I would say
if yeu will help at all

An interesting tale that readslike
fiction is the story that surrounds
the Fancher loan of $53,000 and how
it grew from 85,000 loaned to a s0-
licitor for printing on July 17, 1918,
tosmore than three times the amount
of the ecapital stock of the bank.
The First National also entertained
the Fanchers, and a footnote on g
letter signed by J. M. liaynulds to
Louie dated Feb. 4, 1919, says:

“Fancher called todayw T told
him we would not handle him
longer if he gave us good bonds
and a 50 per cent bonus

The inevstigators who raked, over
the system's remains, conclude their
report with:

“We ecall your attentien to the
file of correspondence submitted
with this repert on bills pay-
able” for the remson that the
correspondence  shows a contin-
uous effowt on the part of L. M.
Raynolds to borrow money frem
varlous sources in various ways,
much of which eflert was unsuc-
cessful. It alse shaws very elear-

Iy that many of the notes still
vupaid Dee. 11, 1920 were used
as collateral at the First Nat-
fonal at Albuquerque. We have
come fo the conclusion that
there are several undéveloped
sources of funds coming inte the
possession of L. M. Raynolds and
that there are several undevelop-
ed canses for payments reflected
in the withdrawal side of the
personal acvount of L. M. Ray- ,
nolds.”

Judging from the mass of ewidence
that is ready for the superior court
and the federal court it is not a
gquestion of the system' condescend-
ing to do business in Arizonas—as
they have threatened to withdraw—
but a question of the entire system
helng forced Inte liguldation und re-
tirement from the banking -eireles
of the southwest.

Banks are among the most useful
agencies of civilizatiod when prop?
erly and .homrlhly conducted.

Into them the' surplus money of
a cog:mqnity is collected as waters
into a reservoir, to flow out intoall
the channels of commerce and re-
Iteve the business needs of a com-
munity in every dimctlou. .It is to
to the interest .of ‘the .pmple whom
such institutions serve that they
shall be made as safe and efficient
as ponihrn.

In order that this state of ef-
ficiency may be attained and pre-
served the fullest scope contonant
with ssfety must be granted to the
skill and energy of trained men in
the management of 'such funds.

"By the exercise of this. efficiency
banks must be preserved from fuil-

re, and the looting of same by dis-
honest bankers.

The great public confidence re-
posed in our state and federal laws
for the guidance of financial insti-
tutions must not be destroyed.

. To this enda the citizens of Hol-
brook and Northern Arizona must
see to it that the culprits who have
connived for »months and years to
fleece individuals, the county and
the state are not only driven* from
the ground but held to answer for
their® criminal peculations.

The conmiving cligue in Albu®
querque are going to have a hard
time to square their account wlth
the state and federal courts—and
the First National will have an
awful time convincing a court that
the system is deserving of a charter
under the laws regulating the con-
duct of National hanks—when the
silent but convincing testimony of
the part they played in wrecking the
Holbrook State is put on record.

-

John R. Hulet, the receiver, re-
turned from Albuguerque Wednes-
day night, where he was in consult-
ation with the home office and from
his convsmtio:u he gave the impres-
sion that the First National would
eventually come through—buat it

This constant sulli.nx and svoid-
ing a showdown is not in any man-

would not pmhably be before May. [®%

who should be consldered first in

extending leniency to a band of
erooks.
Manana! Manana! the threadbare

ery of the system is today a de-

cayed chestnut—too many mananss

have drifted by and the depositors
know no more today than they did
when the Holbrook unit was sacked
and abandoned last December.

THINGS DOING IN THE
HOLBROOK OIL FIELD

THE ADAMANA

The Adamana is now 180 feet in
the cap rock—and the oil showings
are better with every foot attained
Fhe management is enthusiastic over
the ultimate cutcome and footage
is being made every day.

H. W. Rosenthal returged from
che well this week with
the baiings which wouald readi §Enr'h
w#ith a flash when ignited—and the
ndications at present are such as
to cause an optimistic atmosphere
wound the offices of the company.

HOLBROOK 0IL

Work of underreaming at™ the
dolbrook well was delayed' this week
an account of the breaking of a
ratchet socket. Pending the
if & new socket other work is being
wcomplished. The hole is in ex-
:ellent shape and it is not expect-
2d the delay will be of fong dura-
tion .

BUSKNESS IS 600D

The Hall Lumber Company is one

i the few institutions in Navajo
:ounty that is getting by the lull
.n business that cbtained over the
:ntire country recently. And one
sf the main reasons for “keeping
its head up.and going” is the fact
that the mnngement mtl the
ip-to-the minute system d-dvcﬂ.b-
» ng when the busibess jm
juire it. “Business is good” is the
motto of this concern, and if it is
wt good we know the tonic that will
make it good; printer’s ink.

ANOTHER PARTY FOR HAZEL

Sheriff Newman left yesterday
norning for Phoenix, where he went
o bring back Hazel Feek, who will
e tried ip the justice court om a
harge of perjury. Hazel swore to
i+ complaint against = government
ifficer, and when the case came to
rial she repudiated the allegations
nade to County Attorney Greer. In
‘he coming perjury case she may re-
sudiate her former testimony. This
weing the case Judge Easley will
yrobably be ealled upon to adjudge
dazel a nut.,

TAXES COMING IN

The Winslow real estate of Geo
iross was sold st the court house
ast Monday by the sheriff for tax-
% It was bid in by Mrx Julia
Mahoney of . Winslow for $53.01.
These sales by the sheriff promiss
o be quite popular for the.next
lew months unless the delinquents
iquidate. Over $6,000 in delinguent
<axes has been collected this week
by Tax Collector Lore. Unless all
present signs fail, the actioning off
i real estate for taxes will soon
he & recognized outdoor sport atthe
2ourt house.

C .
A BUM LOAN LIQUIDATED
The real and personal property of
P. T. and Verna Coleman were sold
at sheriff's sals at the court house
last Saturday, for the liguidation
of a note to the Holbrook State bank.
The real estate and most of the
personal property was bid in by
Judge Sapp representing the receiver

of tha bank.

'l!lernldenccofm

Slaughter,
near Springerville was completely
destroyed by fire last week. It was
a modern home, expensively farn-
ished, and the Joss is =aid to_be
more than $10,000. Nothing was
saved. There was no ifBurance.

Moral; You better see Dioyd Henning
before a blaze catches YOuL

's"n}'lcnﬁ IN THE M. E. CHURCH

Frank R. Speck, Pastor
Sunday School, 10:00 a m. -
Public worship, 11:00 a. m.

Ser-

- |mon, “Counting the Cost.” Anthem,

“Hear My Crying, O God,” Ashford.

Epworth League, 7:00 p. m. Top-
¢, “The Golden Whirlpool.”

Real men everywhere are learn-
ing the value of giving one day a
week to God. The triangle of life
includes the physical, the intellsct-

L. M. RAYNOLDS.

ner satisfactory to the depositors—




